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On Sept. 23, William Rhodes, vice president of Citicorp, said a 13-member bank advisory committee
had agreed to exchange a minimum 35% of debt for discount bonds. The remainder of the bank
debt will be exchanged for par bonds, or bonds which can be exchanged for full face value. The
interest rate on par bonds is 4% for the first year. The rate gradually increases every year until
reaching a maximum 6% in the seventh year. The 6% fixed rate continues through the 30th year.
Discount bonds (at 65% of face value) earn a variable interest rate, or the LIBOR (London interbank lending rate) plus 13/16ths of 1%. The bank advisory committee now has to convince hundreds
of other major creditors to accept the 65-35 formula. A dispute over the mix of discount and par
bonds that banks would be willing to accept had been a major obstacle in the debt negotiations.
Bankers favor the par bonds because they are backed by more collateral than the discount issues.
In April, Argentine officials and private bank representatives agreed to pardon 35% of the US
$23 billion principal. Buenos Aires also agreed to make a US$400 million cash payment on US$8
billion in interest arrears. Finance Minister Domingo Cavallo has said Argentina was willing to
pay a maximum of 6% on bonds in which the banks do not forgive any debt. On Sept. 22, Economy
Minister Domingo Cavallo said the final agreement is almost complete. Argentina's total foreign
debt is estimated at US$61.114 billion. (Sources: Agence France-Presse, 09/22/92; Spanish news
service EFE, 09/22/92, 09/23/92; Associated Press, 09/23/92)
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